SEPTEMBER 1959 


BUSINESS 


The most general characteristic 
of business activity throughout the State in 
July seemed to be a tendency to mark time. 
In most cases, changes from the June situ- 
ation were slight. 

The Index of Business Activity dropped a 
250 little, but was still somewhat higher than in 
July 1958. The decrease from the June level 
was also characteristic of thethree previous 
Julys, while a July gain over year-before 
figures has been true since 1950. 

Production data show that petroleum and 
gas output were up from June 1959 and July 
1958, as was electric production. Metallics, 
in a bad slump for many of the recent months, 
150 held even with year-ago figures, but climbed 

32 per cent over June. The boost came from 
copper production, which more than offset a 
slipin potash, that dropped it tothree fourths 
100 of the volume of the month before. 

1947-49 The Index of Farm Prices held steady 
through June and July, but was a shade higher 
than a year ago. Cash receipts from farm 
marketings were substantially better than 
the previous month and year. 

(Continued on Page 15) 
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NEW MEXICO BUSINESS INDEX 


0 
é The Economic Situation of N. M. Lawyers 
FOOD-PRICE “SPREADS”: FARM-INCOME TABLES 


Economics of the New Mexico Legal Profession 


Mr. Vernon is associate professor of law in the College of Law, 
University of New Mexico. His original manuscript was much more 
extensively documented than are NEW MEXICO BUSINESS articles. Any 
reader desiring additional reference information should request it of 


I. The Background 


The economic dilemma of the American lawyer 
has been of prime concern to the organized bar 
during the postwar period. Although lawyers' 
incomes have steadily increased, members of the 
profession have lost ground inthe over-all econo- 
my. Thus, the Special Committee on Economics 
of Law Practice of the American Bar Association 
reports: 


The employees of allindustry showed a gain 
in average annual earnings of 131% from 
1929 to 1951, but the income gain of lawyers 
was only 58%. . . . Nonfarm self-employed 
persons showed a 144% rise in annual earn- 
ings but lawyers' incomes only increased 
by 58%. 


While the non-salaried physicians showed a 
percentage gain in income of 157% (from 
1929 to 1951), lawyers' incomes rose only 
58%. . . . Lawyers had annual earnings in 
excess of doctors from 1929 to 1940 but 
during the subsequent eleven years the 
doctors' average income exceeded the law- 
yers' average income by increasingly wide 
margins, so that in 1951 doctors' incomes 
were more than 50% higher than the law- 
yers' average incomes, ! 


By David H. Vernon 


Several studies of the economics of the legal 
profession, both local and national, have been 
made since the War.2 Ina pamphlet published 
in 1958 by the Special Committee wide publicity 
was given a Department of Commerce survey of 
lawyers! 1954 incomes. Included in this study 
were specific income figures for several states. 
Because of the lack of available data no separate 
information concerning New Mexico lawyers was 
given. To fill this void, the Student Bar Associ- 
ation of the College of Law of the University of 


‘New Mexico in cooperation with the State Bar 


Association sent questionnaires to all those per- 
sons admitted to practice law in New Mexico. In 
additionto being queried onfinancial matters, the 
lawyers were asked to express opinions on cer- 
tain other aspects of law practice. The replies 
received form the basis of this article. All of the 
information it presents and the opinions it con- 


tains are, however, the sole responsibility of the © 


author and not of the sponsoring organizations or 
of the Bureau of Business Research, 


THE SAMPLE 

Two hundred eighty-four replies were received 
from the 850 lawyers contacted (33.4 per cent). 
Two hundred fifty-three of these contained usable 
net income figures (29.8 per cent). A 21.6-per- 
cent return was had inthe Department of Com- 
merce study of lawyers' 1954 incomes. ? Other 


state surveys report the following return rates: 


Iowa 42 per cent,4 Louisiana 19.4 per cent, ° 
Nebraska 39 per cent, ® and Ohio 41 per cent, ? 
The average age of the lawyers in the New Mex- 
ico sample appears to be lower than that of the 
State Bar generally (see Table 1); and, thus, 
those reporting have been practicing law for a 
shorter period of time. (See Table 2.) The com- 
parative youth of the sample must be considered 


1. "“Lawyers' Economic Problems and Some Bar Association Solutions," American Bar Association 
Economics of Law Practice Series, Pamphlet Number 2, 1958, 

2. In addition to the Department of Commerce studies of the national scene, economic surveys 
of the profession have been made in Colorado, Louisiana, Michigan, Mississippi, Nebraska, 
North Dakota, Ohio, St. Louis, Missouri, Texas and West Virginia. A bibliography may be 
found in "The 1958 Lawyer and His 1938 Dollar," American Bar Association Economics of Law 


Practice Series, Pamphlet Number |, 1958, 


3. Liebenbera, "Income of Lawyers in the Postwar Period," Survey of Current Business, De- 


cember, 1956, 


4. “Incomes of lowa Lawyers, A Preliminary Report," The lowa Bar Association, Des Moines, 1956. 

5. “Economic Survey of the Legal Profession in Louisiana," Louisiana Bar Journal, February, 1959. 
6. "Financial Survey of Nebraska Lawyers," Nebraska Law Review, 1957. 

7. Kafoglis, “Economic Condition of the Legal Profession in Ohio: Part Two," Ohio Bar Association 


Report 907, 908, 1955. 


when evaluating the income data and the opinions 
expressed by the group. 


NEW MEXICO INCOME DATA 

The New Mexico financial data presented in 
Chart I and Tables 3 through 10 excepting 4 and 
5 are largely self-explanatory, and any detailed 
elaboration would be superfluous. Certain mat- 
ters, however, do call for comment. Of the New 
Mexico lawyers comprising the sample, 24.5 per 
cent are salaried. (Any lawyer reporting more 
than 10 per cent of his income from salary is 
classified in this report as ''salaried.'"') Thirty- 
four per cent of the lawyers reporting income in 
the national survey by the Department of Com- 
merce were "'salaried.'' (The discrepancy may 
occur because many salaried lawyers in New 
Mexico, particularly those employed by the fed- 
eral government, are not members of the New 
Mexico Bar and were not included inthe sample. ) 
In its proposed program for solving the economic 
dilemma of the profession, the A. B.A. has large- 
ly ignored the salaried attorney and has concen- 
trated its efforts onbehalf of the lawyer in private 
practice. 

Table 3 points up the marked differential be- 
tween salaried and nonsalaried lawyers in New 
Mexico. While the lawyer-employee has a slight 
advantage during the first four years of practice, 
his nonsalaried counterpart overtakes him during 
the next two years and establishes a. substantial 
income advantage before the end of the eighth 
year. (See Chart I.) No such marked differ- 
ential appears between the two groups in the 
Department of Commerce's national survey which 
reports "that differences between the incomes 
of the independent and salaried groups are not 
marked.'' Some differential favoring the prac- 
titioner would seem to be normal, the risk ele- 
ment being significant. 

In addition, the New Mexico sample shows that 
salaried lawyers are younger and have practiced 
for a shorter period of time than their nonsala- 
ried colleagues. (See Table 4.) With approxi- 
mately one fourth of the New Mexico bar salaried 
(one third nationally), any program aimed solely 
at the economic welfare of private practitioners 

TABLE 1 


DISTRIBUTION OF AGES OF LAWYERS 
IN NEW MEXICO SAMPLE AND STATE BAR* 


Lawyers in Sample Member of N.M. Bar 


Per Cent Per Cent 

Number of Total Age Number of Total 
30 11.4 Under 31 59 8.5 
100 38.2 31 - 40 230 33.0 
84 32.1 41-50 198 28.4 
36 13.7 51 - 60 92 13.2 
6 2.3 61 - 70 67 9.6 
5 1.9 71 - 80 40 $.7 
1 0.4 Over 80 11 1.6 


*1955 data 
Source: "Lawyers in the United States: Distribution and Income," 
American Bar Foundation, 1956 


TABLE 2 


LENGTH OF LAWYERS' PRACTICE 
NEW MEXICO, UNITED STATES, LOUISIANA 


Years in Per Cent of Total Per Cent of Total Per Cent of Total 


Practice N. M. Sample Louisiana Sample __U. S. Sample* 

Under 5 18.6 10.0 10.1 
5-9 25.9 31.0 12.8 

10 - 14 19.1 19.0 17.9 

- 19 6.9 5.0 

20 - 24 12.1 12.0 12.9 

25 - 29 | 9.0 8.5 

30 - 34 5.3 5.0 6.5 

Over 34 4.4 9.0 13.5 

*1947 data 


Sources: ‘Economic Survey of the Legal Profession in Louisiana, "' 
Louisiana Bar Journal, February 1959; Weinfield, "Income 
of Lawyers, 1929-1948," Survey of Current Business, August 
1949 


leaves a substantial portion of the profession 
without effective organized assistance in solving 
its rather distinct economic problem. Any sub- 
stantial improvement in the status of private 
practitioners may, of course, be reflected in 
comparable increased earnings for the entire 
profession, 

It would appear, however, particularly in New 
Mexico, with the marked differential between the 
two groups, that bar-association action should be 
gearedto a direct solution of the economic ills of 


TABLE 3 


NET INCOME OF 
NEW MEXICO LAWYERS(!) 


Number 
Reporting Median Income(2) Mean Income(3) 
Total 253 $12, 000 $13,173 
Nonsalaried 
Lawyers 191 13,870 14, 392 
Salaried 
Lawyers 62 8,725 9,418 


(1) All those reporting 

(2) Income below which half the lawyers inthe sample fall and above 
which the other half fall 

(3) Total reported income divided by total reporting lawyers 


the entire profession rather than of a portion of 
it. In New Mexico, at least, the situation of the 
salaried lawyer seems to be more serious than 
that of the practitioner. One salaried lawyer 
stated on his questionnaire that members of his 
group derived no benefit from membership in the 
State Bar Association. He proposed a program 
to "set minimum limits on salaries of State, 
Federal and privately employed attorneys.'' The 
possibilities of this, or some other program spe- 
cifically aimed at assisting salaried lawyers, 
should be investigated and implemented by the 
organized bar. 

The Special Committee on Economics of Law 
Practice of the American Bar Association has 
pointed out that "statistics show that members of 
the legal profession living and practicing in the 
smaller towns of our country are and always have 
been the poorest paid lawyers.'' New Mexico 
follows the national pattern. (See Table 5.) De- 
spite their lower incomes, lawyers practicing in 


small communities are the least inclined to feel 
that there is an excess of competition. Of the 33 
in communities of less than 10,000 population, 
21 felt that their towns had exactly the proper 
number of lawyers; eight felt that there were too 
few; only four felt that there were too many. By 
comparison, of the 67 located in cities of more 
than 70,000 only three thought their communities 
needed more lawyers, while 24 thought that there 
were too many. Forty considered the situation 
well balanced. The 130 lawyers in cities of 
10,000 to 70,000 were divided in this way: 84 
considered the situation amply taken care of, 16 
believed additional lawyers were needed, and 30 
felt that there were already too many. The 
Special Committee suggests that the fees of many 
country lawyers are smaller than those charged 
by city lawyers for similar services. It would 
seem that any improvement of income for those 
practicing in smaller towns must involve a pro- 
gram to educate boththe lawyers andtheir clients 
to a higher-fee schedule. 

The basic question presented by the income data 
is the extent of the ''economic dilemma" of New 
Mexico lawyers. A lack of information prevents 
comparison with other New Mexico professions. 
And, in an absolute sense, no conclusive answer 
can be given. Obviously, with one half of the 
lawyers in the State netting $12,000 or more 
(Table 3), whatever "economic dilemma" exists 
for the profession exists on a substantially high- 
er plane than does the dilemma of most segments 
of the population. With 25 percent of the lawyers 
in the State earning less than $8,000, and with 20 
per cent of those admitted earning less than 10 
per cent of the total (Tables 5 and 6), it is also 
obvious that some serious problems do exist. 


CHART | 
MEDIAN INCOMES OF NEW MEXICO LAWYERS 


First Eight Years of Practice 


(in dollars) 13,000 


BBS solariea 
Nonsolaried 


9,450 


5 and 6 7 and 8 


TABLE 4 
AGES AND YEARS IN PRACTICE OF NEW MEXICO LAWYERS 
Age Years in Practice 


Number Number 
Median of Lawyers Mean Median of Lawyers Mean 


All Lawyers 40 259 42.0 10 265 14.3 
Nonsalaried 

Lawyers* 42 186 42.8 10.75 188 14.9 
Salaried 

Lawyers 35 63 39.1 8 62 10.4 


*Those reporting net income 


There is substantial room for improvement, and 
organized action seems to be the proper route. 


COMPARATIVE INCOME DATA 

As withthe New Mexicoincome data presented, 
the comparativetables appear to be self-explana- 
tory. Some comment is necessary, however, to 
explain the adjustments made in some of the 
figures not applying to New Mexico. 

Inthe most extensive recent study of the econo- 
mics of the legal profession on a national basis, 
that of the Department of Commerce already 
referred to, 1954 income figures were used. 
The study shows a steadily increasing annual net 
income for lawyers. (See Table 8.) Since the 
New Mexico figures were gathered in March, 
April, and May of 1959 and primarily reflect 
1958 income, an adjustment of the 1954 national 
figures to a 1958 level is necessary for com- 
parison (Table 9). As indicated in Table 8, the 
practitioners' mean net income increased 22.9 


TABLE 5 
NET INCOME OF NEW MEXICO NONSALARIED LAWYERS 


Years in Practice 
Number of 


Number of Net Income 


Lawyers* Median Mean Median Lawyers Mean 

By Size of City in 
Which They Practice: 
Over 70,090 67 $15,000 $14,832 10 66 14.2 
10, 000 - 70,000 100 14,000 14,681 10 98 14.0 
Under 10,000 23 11,500 11,392 17 24 20.1 
By Age Group 
Under 30 7 $ -- $ 6,563 
30 - 39 74 12, 000 12, 882 
40 - 49 63 15, 000 16, 147 
50 - 59 35 15, 000 16,331 
Over 59 8 ee 14, 337 
By Years in Practice: 
0-5 29 $7,000 $ 7,696 
Over 5 - 10 64 13,750 14,147 
Over 10 - 15 25 15, 000 16,458 
Over 15 - 20 17 15,000 18,429 
Over 20 - 25 24 15, 000 15,616 
Over 25 - 30 12 17,750 18, 267 
Over 30 17 15, 000 15,941 
Total Net Per Cent 


Income Reported of Total 


By Deciles (190 
lawyers reporting): 


Lowest $ 74,513 $4,000 $ 3,913 
2nd 133,557 7,000 7,029 
3rd 172,577 9,000 9,083 
4th 200, 245 10,500 10, 539 
Sth 237,373 12, 000 12,493 
6th 279,428 15, 000 14,707 
Tth 300, 068 16, 000 15,793 
8th 342,050 18, 000 18, 003 
405, 169 20, 096 21,325 
603,560 30, 000 31, 766 


AON 


Ree 


“Total for the various categories will vary both in tables and text, because all lawyers didnot 
answer all questions. 
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TABLE 6 


INCOME DISTRIBUTION AMONG NEW MEXICO LAWYERS* 


Income 
Total 
Reported Median Mean 
Lowest 10 per cent $106, 197 $ 4,773 $ 4,248 
2nd 166, 597 6,925 6,663 
3rd 211,437 8,000 8,137 
4th 238,750 9,560 9,550 
5th 273,545 11,000 10, 942 
6th 316,443 12,500 12,658 
7th 368,428 15,000 14,737 
8th 410, 468 16,400 15,699 
9th 486,019 20, 000 19,441 
Highest 10 per cent 754,560 29,002 30, 182 


*Those reporting 


per cent and his median net income increased 
27.9 per cent in the four yearsfrom 1950 to 1954. 
Assuming the same rate of increase over the 
next four years, from 1954 to 1958, the data in 
the earlier survey may be adjustedto a 1958 level 
by increasing the 1954 figures by the same per- 
centages. It is recognized that the adjustment 
may be overly conservative. The 1947-1954 
figures show a higher rate of increase in median 
income. (As Liebenberg notes, from 1947 to 
1954 the median net income of American lawyers 
increased from $5,199 to $7,383, a gain of 42 
per cent.) A 1957 survey of the income of Loui- 
siana lawyers showed that a higher rate of in- 
crease (17.8 per cent) in mean net increase 
occurred there from 1954 to 1958, growing from 
$11,651 in 1954 to $13,734 in 1957. Using what 
may be a conservative adjustment, however, New 
Mexico's ranking on a national basis may be seen 
in Table 9. 


In view of the comparatively low level of per 
capita income in New Mexico, it may seem rather 
startling to see the legal profession of the State 
rank so high nationally. There are _ several 
possible explanations. The most obvious is 
either the data gathered inthe New Mexico survey 
do not reflect the situation in the State accurate- 
ly, or that the adjustment made in the national 
figures was too conservative. The Special Com- 
mittee on Economics of Law Practice, however, 
points out in Pamphlet. Number 2 ''that the per 
capita income of the total population of a state 
does not consistently determine the incomes of 
the professional persons in that state.'' Table IV 
in that pamphlet shows that Louisiana, with one 
of the lowest per-capita incomes of the 28 states 
reported on in the national survey, ranked sixth 
in mean net income for lawyers. The picture 
presented in Table 9 may, therefore, accurate- 
ly reflect the existing situation. 


Years in Practice Age Per Cent of 
Median Mean Median Mean Total Received 
5.0 8.6 35 38 3.2 
3.5 9.0 33 37 5.0 
6.0 8.0 35 36 6.3 
8.0 12.3 39 42 7.2 
11.0 14.6 41 43 8.2 
12.0 16.6 40 43 9.5 
14.0 15.5 42 44 41,2 
10.0 14.7 42 42 12.3 
14.0 19.3 45 47 14.6 
18.0 19.3 45 47 , 22.6 


One more note of caution needs to be sounded. 
The following figures from the national study by 
the Department of Commerca show a rising per- 
centage of gross going to overhead: 


Net as Percentage of Gross for Nonsalaried 
Lawyers in the United States 1947 - 1954 


1947 35. 3% 

1948 35. 8% 

1949 37. 5% 

1950 37. 1% 

1951 37. 6% 

1952 38. 6% 

1953 39. 1% 

1954 38. 6% 
(These data are from Liebenberg, "Income of 
Lawyers in the Postwar Period,'' Survey of 


Current Business, December 1956. ) 


It is difficult to ascertain whether this increase 
has continued or has been checked. Both the 
Iowa and national overhead percentages in the 
next tabulation are based on 1954 figures; the 
Ohio percentage is based on 1952 income: 


Comparison of Overhead as a 
Percentage of Gross Income 


National: 38. 6% 
New Mexico: 34. 3% 
Iowa: 34.1% 
Ohio: 30. 1% 


(The national data are also from the Liebenberg 
article; the Iowa figures are from "Incomes of 
Iowa Lawyers, a Preliminary Report, '' Iowa State 
Bar Association, Des Moines, 1956; Ohio data 
are from Kafoglis, ''Economic Condition of the 
Legal Profession in Ohio: Part IV, "Ohio Bar 
Association Report, 1955.) ules 


II. Economic and Social Position 


In its poll of New Mexico lawyers the Student 
Bar Association requested ''suggestions for im- 
proving the economic and social position of the 
profession. '' Of the 284 questionnaires returned, 
155 contained one or more suggestions for such 
improvement. Any classifying of these comments 
must, necessarily, be somewhat arbitrary. Fully 
recognizing this fact, the writer has made the 
following grouping: 


a. Establishing and adhering to increased 
minimum fee schedules, 40 

b. More efficient modern business practices, 
38 

. Education of the public, 36 

Internal Bar Association activity, 36 

Curbing unauthorized practice, 16 

Higher standards of admission to the bar, 

g. Practice of law as a professional pursuit 
and not as a commercial activity, 10 
Improved court procedures and facilities, 8 
Need for harder work for economic 
success, 8 
Curbing of big firm monopoly, 6 
Specialization, 5 
Reduction of oversupply of lawyers, 5 

. Improvement of service rendered to 
client, 5 

n. Increased continuing legal education, 4 

o. Miscellaneous, 5 


gree 


Most of the suggestions for the improvement of 
the economic and social position of the profession 
coincide with those made by the American Bar 
Association's Special Committee. Business as- 
pects of law practice are emphasized. 

Despite the wide publicity given the Special 
Committee's report, several New Mexico lawyers 
persist in retaining certain misconceptions about 
the state of the profession. A small group places 
the blame forthe economic dilemma onthe "over- 
supply" of lawyers. The following comments are 
typical: 


We will soon experience the over-supply of 
lawyers, which is already acute in other 
parts of the U.S. 


Legal] profession is over crouded (sic) in 
entire country. Number of law school stu- 
dents should be limited to needs of profes- 
sion as shown by survey by A. Bar Assoc. 
Recent survey shows that if no new lawyers 
were admitted in the next 5 years profession 
would still be over crouded (sic), except in 
a few communities. 

Standing of profession has been reduced in 
public opinion by surplus of attorneys. 


TABLE 7 


OVERHEAD OF NONSALARIED NEW MEXICO LAWYERS 
By Size of City 


Overhead as 


Number of Mean Gross’ Mean Net Per Cent 
Size of City Lawyers __Income__ income of Gross _ 
Over 70,000 56 $20, 685 $13, 406 35.5 
10,000 - 70,000 87 21, 624 14, 359 33.6 
Under 70, 000 21 18, 147 11,677 35.3 
All 164 20,858 13,690 34.3 


Take a lesson from the dentists and keep 
the membership of the state bar small e- 
nough to take care of the business. . . Cut 
down the size of the freshman law class. 


Pamphlet Number 2 (see footnote on Page 2) 
asserts that "Statistics do not substantiate. .. 
(the) claim 'that the incomes of lawyers' are de- 
termined by the ratio between the number of 
attorneys and the number of potential clients. " 
In addition to this lack of correlation between the 
number of lawyers per thousand of the population 
and the income of lawyers, over the last sev- 
eral years both the number of law students and 
the number of new lawyers being admitted have 
been decreasing. (See Box B.) To suggest that 
the dilemma of the profession lies in an over- 
supply of lawyers is to ignore the facts and to 
view the problem with stork-like adherence to 
old myths. Whatever the lawyers' chief diffi- 
culty, it is not caused by the presence of too 
many lawyers. 

A surprisingly large number of New Mexico 
lawyers seem to feel that their profession is 
faced with neither an economic nor a social di- 
lemma. Typical of these views are the following 
comments: 


If more lawyers spent more time in trying 
to dotheir job andless time worrying about 
their fees, they'd make more money. 


TABLE 8 


NET INCOME OF NONSALARIED LAWYERS 
United States, 1950 - 1954 


Median Mean 
1950 $5,772 $ 8, 349 
1951 6, 132 8,855 
1952 6, 383 9,021 
1953 6,780 9, 392 
1954 7,382 10, 258 
Per Cent Increase, 

1950-1954 27.9 22.9 


Source: Liebenberg, ''Income of Lawyers in the 
Postwar Period," Survey of Current 
Business, December 1956, U.S. Depart- 
ment of Commerce 


Lawyers who are not satisfied with their 
income are probably lawyers who do not 
satisfy their clients. 


Social position needs no improvement. 


Our social position is too high now and we 
are subject to superiority complexes. 


Loss of prestige is directly proportional 
to loss of income inthis world; and if the 
legal profession desires respect compara- 
ble to the doctors in their community then 
all we need do is increase our fees, which 
will increase our income, which will en- 
able usto enjoy the same degree of respect. 


BOX A 


Replies of New Mexico Lawyers to question: ''Do 
you feel that political activity is an aid to prac- 


tice ?" 

Yes With 
City Size Yes No Qualification 
Over 70,000 39 29 12 
10,000 - 70,000 44 73 23 
Under 10,000 13 10 6 
Total 96 112 41 


However one feels about the seriousness of the 
economic dilemma of the lawyer--and it cannot 
be disputed that he is rapidly losing ground in that 
area--it seems to be an established fact that the 
profession does not occupy an enviable position 
in terms of its relationship to the public. In The 
American Lawyer (University of Chicago Press, 
1954) Blaustein and Porter declare: ''Lawyers 
have never been popular in American Society." 
They quote Carl Sandburg's views as expressed 
in his poem "The Lawyer Knows Too Much": 


"Why is there always a secret singing 
When a lawyer cashes in? 

Why does the hearse horse snicker 
Hauling a lawyer away?" 


Public antipathy for the profession is not re- 
lated to the size of the lawyers' incomes. In 
fact, it may be that the relative economic decline 
stems from the public's distaste for the lawyer. 
Again, it seems stork-like to deal with the prob- 
lem on the basis of the bromide of hard work. 
While individual lawyers may occupy satisfactory 
social positions, the profession does not. As 
recognized by the A. B.A. and most New Mexico 
lawyers, one of the major steps to be taken in 
meeting the dilemma of the profession involves a 


strong public-relations program aimed at dissi- 
pating the public's fear of the profession, a fear 
born of ignorance, but one that is very real. 
Explaining the lawyer's functionin society andthe 
services he renders is a remedy suggested by 
several New Mexico lawyers. Another common 
suggestion advocates the adherence by lawyers 
to a strict moral code and the firm enforcement 
of such a code, with wide publicity being given to 
the profession's efforts to keep its own house in 
order. 


MINIMUM-FEE SCHEDULES 

The suggestion most frequently made by the 
bar wasthe adoption of an adequate minimum-fee 
schedule and adherence to it. Answersto specific 
questions asked about minimum-fee schedules 
indicate a sharp divergence of opinion among 
members. These questions were asked: "Is 
there a minimum-fee schedule in force in your 
locality ?'' "Do you feel that it is adequate?" "If 
one is not in force, do you feel that it would be 
desirable ?'' Those lawyers replying that a mini- 
mum-fee schedule was in force expressed their 
approval, or the lack thereof, as follows: 


TABLE 9 


NET INCOME OF LAWYERS* 
By Selected States 


Mean Median 
State Mean Median Rank _Rank_ 
Alabama $11,470 $ 9,592 17 17 
California 14,974 11, 881 1 3 
Colorado 10,583 9,433 24 20 
Connecticut 14,615 12,071 3 1 
Georgia 11, 340 8,377 19 25 
Florida 9,624 7,460 29 29 
Illinois 14, 381 11, 831 S 5 
Indiana 12,278 10,011 12 12 
Louisiana 14, 319 10,178 6 11 
Kansas 10, 223 8,633 26 22 
Kentucky 9,638 8,234 28 26 
Maryland 13,093 10,552 9 10 
Massachusetts 11,255 9,740 20 16 
Michigan 13,010 11, 159 10 7 
Minnesota 11,807 $,752 16 15 
Missouri 12, 106 9,410 14 21 
Nebraska 10, 842 7,610 22 28 
New Jersey 12, 967 10,925 11 8 
NEW MEXICO 13,173 12, 000 8 2 
New York 14,447 10, 833 4 9 
North Carolina 10, 385 8,505 25 24 
Ohio 12,160 9,829 13 13 
Oklahoma 11,425 9,592 18 17 
Oregon 13,550 11,617 7 6 
Pennsylvania 14,620 11, 844 2 4 
Tennessee 9, 667 7,922 27 27 
Texas 11, 843 9,498 15 19 
Washington 10, 877 9,792 21 14 
Wisconsin 10,630 8,633 23 22 


*adjusted to 1958 


Source: "Economics of Law Practice Series," Pamphlet No. 2 (for 
1954 data) < 


Generally 


City Size Adequate Adequate 
Over 70, 000 21 6 
10, 000-70, 000 64 1 
Under 10,000 12 
97 7 

Partially 

City Size Adequate Inadequate 
Over 70, 000 v 40 
10, 000-70, 000 
Under 10,000 
64 


Those answering that no minimum-fee schedule 
was in effect expressed differing views as to the 
desirability of adopting such a schedule. In cities 
of more than 70,000 four lawyers thought such a 
schedule desirable, but five were against one. 
In cities of 10,000 to 70,000 population, 17 were 
for, 14 were against, and five expressed quali- 
fied approval. In smaller towns eight lawyers 
approved a schedule, four were opposed and one 
qualified his support. 


No such divergence of opinion is indicated in 
the answers to the query concerning methods of 
improving the economic and social conditions of 
the bar. Overwhelmingly, it was felt that the 
minimum -fee schedule should be raised to reflect 
inflation. Emphasis was given to the twofold 
nature of the problem: first, the necessity that 
the schedule be adequate; and, second, that law- 
yers follow it. Adherence to the schedule was, 
perhaps, the more strongly urged. 

Several suggestions were made, calling fora 
special "effort to secure compliance by lawyers 
generally. . . particularly those who have been 
in practice for 10 years or longer.'' There 
seems to be some feeling that older lawyers have 
been slow to recognize economic changes occur- 
ring since they started practice. Thus, one 
suggestion received was to ''persuade older law- 
yers to charge larger fees.'' Another comment 
stated: "For lawyers of middle age there is a 
particular needto educate clientsthat fees should 
be approximately twice the amount of reasonable 
fees for the same work 20 years ago."' The data 
gathered bears out these comments toa certain 
degree. While it would normally seem that in- 
come should steadily increase as the lawyer 
becomes older and more experienced, the curve 
seems to flatten out after the first 10 years in 
practice, particularly as to the median income 
earned. (See Tables 5 and 10.) 


THE MEDICAL PROFESSION AS A MODEL 
In suggesting various methods for improving 
the profession, the lawyers of the State follow the 


lead of the Special Committee of the A. B.A. in 
placing great emphasis on a comparison of the 
legal, medical, and dental professions. ''How do 
the doctors do it?" is a constantly recurring 
theme. Some typical comments of this nature 
follow: 


I believe that there should be some way of 
listing and classifying specialties in the 
legal field. By merely examining a tele- 
phone book one can ascertain the names of 
medical specialists. 


Take a lesson from the dentists and keep 
membership of the state bar to a number 
that can actually take care of the business. 


Follow practices established by medical 
proféssion. 


Ifthe legal profession desires respect com- 
parable to doctors in their community then 
all we need to doisincrease our fees, which 
will increase our income, which will enable 
us to enjoy the same degree of success. 


Doctors get a lot of social and economic 
benefits from the abbreviation of "Dr." 
Why not put "Lr." before our names? In 
time it would be accepted. 


We should look tothe medical profession to 
learn how to improve our position. 


The Butcher, the Baker and the Candlestick- 
maker are all well organized and are prof- 
iting from it. The doctors and dentists are 
sticking together on their charges. But the 
poor, ravenous, independent, and selfish 
lawyers are unorganized, victims of their 
own stupidity, and are rapidly losing ground 
and might soon become extinct. 


BOX B 


Students in Law Schools and Numbers Admitted 
United States 1949 - 1957 


Population Admissions 
Year Students Admissions (In millions) Per Million 


1949 56, 102 13, 344 150 89 
1950 51,695 13,641 152 90 
1951 46, 037 13,141 154 85 
1952 44,981 11,900 157 76 
1953 42,548 10, 976 159 69 
1954 42,762 9,928 161 62 
1955 40,158 9,587 164 58 
1956 42,089 9,450 167 57 
1957 41,781 na 171 na 


Source: Smith, "The Bar Is Not Overcrowded: Some Facts 
About an Ancient Legend,'' American Bar Asso- 
ciation Journal, 1958 


TABLE 10 


NET INCOME OF NONSALARIED LAWYERS 
Louisiana, 1957; New Mexico, 1858 


Years in Louisiana New Mexico 


Practice Median Mean “Median Mean 
O- 4 $ 6,000 $ 6,615 $ 7,000 $ 7,522 
5- 9 10,000 11,634 12,750 13, 341 
10 - 14 14, 000 14, 238 16, 000 16,001 
15 - 19 11,500 14,000 15,000 19, 196 
20 - 24 11,000 15,301 12,000 14,553 
25 - 29 13, 000 19, 057 17,500 18,443 
30 - 34 16, 060 20,476 15, 000* 16, 436* 
35 - 39 23, 000 22,000 

40 - 44 11,000 18,357 

Over 44 8, 006 7,857 


Over 29 years 

Source: Louisiana data--''Economic Survey of the Legal Profession in 
Louisiana, " Louisiana Bar Journal, February 1959 


Pull "together" more like doctors. 


I would recOmmend an integrated program 
of bringing the need for legal services be- 
fore the public. Such program should be 
carried on bythe ABA or the NMBA for the 
benefit of all attorneys as the program for 
doctors is carried on by the AMA. 


First: it is my observation that we are 
being beaten by the medical profession in 
income in two ways: First, they tend to 
have fairly uniform fees. We have a tre- 
mendous amount of undercutting of fees in 
the area in which I practice. . . . Second: 
It is my observation that people seem to 
want to come to a lawyer and get advice 
without paying anything. They would never 
think of going to a doctor's office without 
paying something everytime their foot went 
in the door. Further, I believe that we are 
not keeping up with the times in proper 
handling of specialization. ... The law 
practice is so constituted that in the event 
I desired to send one of my clients to a tax 
expert, I cannot do so without fear, or in 
some instance knowing, that the tax expert 
is not only going to handle the tax matters 
for my client, but he is also going to take 
my client over, iock, stock and barrel. 


In evolving a program suited to the needs of the 
legal profession by emulating the doctors, the 
lawyer must note the differences as well as the 
similarities between the two groups. In his re- 
lationship with the public the lawyer must be 
aware of the fact that, by the nature of the serv- 
ice he renders, he starts with a handicap. Wear- 
ing a mask and assisted by members of his own 
profession, the doctor operates to save a life in 
the privacy of an operating room, surrounded by 


awesome-looking lights and equipment. No con- 
troversy exists. When the doctor wins a case, 
by saving a life or by curing an illness, there is 
no "other side" and, thus, no loser. The lawyer, 
however, operates inthearea of human relations. 
He deals in public controversy. Whenever a 
lawyer prevails for his client, some one else's 
client loses and is, thus, resentful. 

The doctor uses Latin to prescribe. The law- 
yer often reverts to legal jargon which is just as 
incomprehensible to the public. But the doctor 
deals with the machine of the human body, a ma- 
chine which few people outside the profession 
understand or even believe they understand. The 
lawyer, operating as he does with words and 
ideas, deals in areas which are in a broad sense 
familiar to the public. The public sees and hears 
the lawyer and thinks it understands him. The 
operation of the adversary system and the use of 
technical arguments are, of course, not under- 
stood by the public; but, since words are being 
used, the feeling persists that the techniques 
should be understood. The American Bar Asso- 
ciation survey states the problem as follows: 


The end of law is justice, and each man 
feels that he knows what is justice as well 
as any other man. He would like to be able 
to go into court and tell his story to the 
judge in his own words. 


Men realize that they must have doctors for 
their health, engineers to build bridges, 
priests and ministers for their spiritual 
guidance. 


But why should they have topay someone to 
tell them what the justice of their causeis? 
That is bad enough, but what is infuriating 
is to be told in technical jargon they can 
hardly understand. 


As one authority puts it, ''The lawyer may know 
how to ‘influence people' but in the game of 'win- 
ning friends' the cards are somewhat stacked 
against him. ''8 

To overcome this handicap, the lawyers' public 
relations program must be more vigorous than a 
campaign which merely informs the public of the 
services to be rendered by the profession or 
which explains why fees must rise, although both 
of these are important. The program cannot be 
limited to extolling the profession. The layman 
must be made to understand the lawyers' func- 
tions in society, the utility of the adversary 
system, and the need for technical rules for the 
protection of fundamental human rights. Even 
this much is stillinsufficient. The lawyers' most 
potent public relations technique is to establish a 


8. Morris, "Public Relations Programs of the Bar: 
American Bar Association Journal, 1952. 


An Analysis of the Problem and the Solution," 


Distribution of Lawyers’ Income by Quintile 
U. S., 1954; Ohio, 1952; New Mexico, 1958 


(in per cent) 


New me 1958 income 
[Ed Notional 1954 income 

Ohio 1952 Income 


50.5 


372 


s 

23.4 237 

ee ees 

4 oe 

159 

13.5 

ee ees ae 

ee os as ees as 
Lowest Quintile 2nd 3rd 4th Highest Quintile 


Sources: Liebenberg, Kafoglis 


CHART II 


legal system which, in‘fact, provides rapid, in- 
expensive justice. Not only must the lawyer 
present himself to the public as the champion of 
individual rights and as the man who "makes the 
system work,'' he must in fact be such a champi- 
on and he must in fact ''make the system work." 


FEES 

The lawyers' problem in fixing fees is alsoa 
more complicated one than that faced by doctors 
and dentists. An office visit to either of the lat- 
ter may, within reasonable limits, be evaluated 
in terms of the "normal'' amount of time spent. 
The same is true of an operation or an extrac- 
tion. But a flat-rate fee system is less readily 
adapted to the practice of law. A lawyer dealing 
with a divorce, a contract, a real estate trans- 
action or a corporate problem cannot, with a 
comparable degree of precision, predict the 
length of time involved. What commences asa 
simple problem may at any time become com- 
plicated, often at the irrational and unanticipated 
whim of the client or some other party to the 
transaction. 

The fee problem, like most problems affecting 
lawyers, is not amenable to an easy solution. 
Legal fees, as understood by the public, are as 
mysterious and uncertain as are the services the 
lawyer renders. (See Box C.) A minimum fee 
can certainly be set on the basis of experience. 
Graduated fees may be calculated on the basis of 


10 


the amount of responsibility the lawyer under- 
takes to assume. But, at best, these must be 
deemed minima. Despite the reluctance of a few 
lawyers to put each other "on a time basis like a 
plumber," such a method appears to be the only 
feasible one to adopt. Without such a variable 
system based on time and responsibility the law- 
yer necessarily undercharges one client and, 
then, must "make it up" on another. The mini- 
mum hourly-rate system was suggested by some 
New Mexico lawyers answeringthe questionnaire. 
Withthe establishment of the variable-fee sys- 
tem, a public relations problem arises. A flat- 
fee system, made known to the client prior to the 
lawyer's undertaking, would assuage in part the 
public fear of lawyers, a fear primarily based on 
ignorance. And yet, such a policy leads to the 
undercharging-overcharging system. The con- 
tingent fee problem is one which lawyers have 
never successfully solved nor explained to the 
public. It occupied the attention of several of the 
lawyers in answering the questionnaire. A cost- 
analysis program, as recommended by the Special 
Committee and by several New Mexico lawyers, 
would certainly be a step inthe right direction. 
With proper analysis, perhaps a fixed-fee frame- 
work could be established inthe profession. Such 
a system, however, may be incompatible with the 
complexity of legal services to be offered. 


Koos, defining middle-class and working-class: 

"Since the lines of demarcation are at best hazy, the 
study made sure of getting at the two groups by using the 
only readily-available index of socio-economic status, 
which is rentand is available from census bureau reports. 
In each case, the average rents by census tracts were 
arranged in descending order and divided into deciles. 
The tracts in the second-from-the-lowest and the sixth- 
from-the-lowest deciles were chosen. The lowest decile 
was not chosen because this would in every instance in- 
clude areas characterized by personal :and social dis- 
organization and the sixth was chosen because it was found 
empirically to contain, in each city, families having 
characteristics which at least compelled them to be con- 
sidered middle-class and compelled them to act as middle- 
class families believe themselves to be required to act. 

"Every fifth name was selected from the city directory 
for the middle-class blocks, and for the working-class 
interviews, every fifth home. was to be called upon. "' 


IMPROVED LEGAL SERVICES: UNAUTHORIZED 
PRACTICE 

Perhaps an adoption ofthe ''medical-insurance"' 
plan which has been so successful in the medical 
field would assist in the solution of the lawyers' 
dilemma. Because of the myriad problems which 
arise, however, the ''medical-insurance" ap- 
proach appears to be impracticable. Some form 
of group practice may be the answer. Among 
the comments received from New Mexico law- 
yers, 16 were directed at the elimination of 
unauthorized practice by real estate brokers, 


abstractors, title companies, administrative a- 
gencies, industrial commissions, insurance ad- 
justers, accountants, justices of peace, county 
employees, and public stenographers. 

One comment was ''Get up some type of law 
with teeth in it forbidding all persons not legally 
trained and licensed to practice law in this state, 
to draw or fill in any type of legal papers.'' To 
approach the problem of unauthorized practice 
from a starting point of demanding its abolish- 
ment may be unrealistic. The primary question 
would seem to be ''Why does it exist?" Much of 
the unauthorized practice is affirmatively harm- 
ful to the public. But can the legal profession 
honestly demand that such practice cease without 
assuring itself and the public that an economical 
substitute exists? Is the profession ready to do 
the tax work currently being done byaccountants ? 
Can $25-to-$100 insurance claims be handled by 
lawyers in private practice on a basis which both 
the lawyer and the client can afford? Unless and 
until the profession is prepared to fill the void, 
its ground for opposing unauthorized practice is 
not firm. Before advocating abolishment, the 
legal profession must take a hard look at itself. 

Some sort of ''group legal service" onthe basis 
of a prepayment plan may be a solution. To ac- 
complish this would require a reorganization of 
the profession. The lawyer renders service. It 
is uptohim to establish a framework within which 
such service can properly and efficiently be ren- 
dered. Even inthe medical profession, with its 
insurance plans, there have been strong public 
pressures from such groups as unions and co- 
operatives towards the establishment of pre- 
payment group plans. Strong opposition has, of 
course, existed to such a development within the 
medical profession. The lawyer has no "legal 
insurance, '' Prepaid group practice has not yet 
been fully explored by the legal profession. If 
lawyers areto meet the challenge of unauthorized 
practice, they must meet it at its source. The 
raising of fees and a continuing of horse-and- 
buggy methods of practice can only drive more of 
the public to the incompetent, unauthorized prac- 
titioner. Unauthorized practice will not effective- 
ly be stopped unless and untilthe legal profession 
can offer the needed services at a cost within the 
reach of those persons now going tothe unlicensed 
advice-giver. 

Iam not suggesting that lawyers' fees are too 
high. In many areas of practice, particularly 
in office work, fees are obviously too low. And 
yet it is within this very area that the unauthor- 
ized person operates. To raise fees for office 
practice seems essential as many New Mexico 


lawyers assert. To do so, however, will en- 
courage further unauthorized practice. Fees 
must be established at a rate which permits the 
lawyer to earn a reasonable income and which 
allows him sufficient time to render the service 
to which his client is entitled. At the same time, 
in our modern society a system of practice must 
be developed to handle the uneconomical problem 
in an economical way. Although currently not 
permitted, some form of group practice may 
afford a partial answer. 


BOX C 
PUBLIC ATTITUDES TOWARD THE LEGAL PROFESSION 
_Middle Class 


Per Cent of 
Total Answers 


Working Class 
Per Cent of 
Total Answers 


The Belief 


1. The lawyer's chief function 
is to 
(a) defend persons presumed 


to have violated the law; 71,2 81.9 
(b) help keep people out of 

trouble; 5.8 11.1 
(c) help keep people within the 

law*; 10.4 2.8 
(d) perform several services 

(no major function defined). 12.6 4.2 


. The lawyer's fee for advice 
would probably be 


(a) under $25, 11,1 16.4 
(b) between $25 and $49, 28.6 47.7 
(c) between $50 and $74, 31.7 32.5 
(d) $75 or more. 28.6 3.5 


w 


. Ido not consult a lawyer 
because 
(a) I cannot afford the fee; 12.3 47.6 
(b) I will not accept charity; -- 6.3 
(c) my previous experience with 
lawyers was unsatisfactory 11.3 2.5 
(d) I know people who were 
dissatisfied with legal aid; 15.9 
(e) I do not know any lawyers; 9.7 3.8 
(f) Iam not sure a lawyer could 7.7 
help me; 
(g) Ihave received aid from 
other professional people; 11.3 2.8 
(h) I have received aid from 
nonprofessional people; 9.2 14.4 
(i) I always work things out 
for myself; 20.0 3.8 
(j) Ihave miscellaneous reasons. 2.6 0.6 
“Helping people keep within the law' (was) popularly thought to be 
concerned with pointing out loopholes in legislation. . . . ‘Helping 
people keep out of trouble' implied, to the respondents, actually aiding 
violators to evade detection, trial and punishment. ''--Koos 
Source: Koos, The Family and the Law (2d. edition), 1952 


Despite the emphasis on adopting generally the 
practices of the medical profession, there has 
been little pressure towards adopting its special- 
ization system.9 Only five lawyers commented 
on the need for such specialization. By its sys- 
tem the medical profession acknowledges that the 
human mind and body are incapable of mastering 
all things. Law practice, dealing as it does with 
an ever-increasing number of complex economic 
and social matters, would seem tohave a greater 
need for specialization than does the practice of 
medicine. As with group practice, specialization 


9. For a discussion of the problem see, Joiner, "Specialization in the Law: 


Control It or It Will 


Destroy the Profession," American Bar Association Journal, 1955, and Siddal, "Specialization in 


the Law: 
1956. 


A Retort to Professor Joiner's Call for Control," American Bar Association Journal, 


is not consistent with the traditions of the legal 
profession. Lawyers, however, in the tradition 
of the common law with which they work, should 
examine their operations carefully and thought- 
fully to determine whether the time for a change 
has come. The common law departs from tra- 
dition where it must. The profession which de- 
veloped it should do no less. Here, the practice 
of the medical profession might be most helpful. 


Standards must be established. A specialist must 
limit his practice to his specialty in order to 
induce general practitioners to refer proper 
matters to him. The general practitioner, while 
remaining the foundation of the profession, must 
be educated to his own limitations. Although New 
Mexico with its sparse population and vast area 
may not be the ideal laboratory for the establish- 
ment of a specialist system, in this day of mod- 
ern communication andtransportation distance is 
not an insurmountable obstacle. The service of 
a specialist is a service to which the public is 


entitled. The profession should recognize this 
obligation and take steps to establish a system 
which would fulfill it. 


The dilemma of the legal profession appears on 
two levels. Its relationship with the public must 
be improved. Its internal organization must be 
examined and efforts made toimprove it. Modern 
office machines and office practices, the raising 
of fees and the establishment of higher minima, 
and any other business improvement inlaw prac- 
tice will, I believe, give. the profession only a 
short respite. The basic problems relating to 
the quality and economy of the services rendered 
and to the need to meet the demands of society 
must be dealt with boldly and imaginatively. The 
doctor' may be a model. But the lawyer must 
strike out on his own and establish a system 
within which all members of the community can 
obtain service and justice. Only then will the 
lawyers' dilemma be solved. 


Food Price 


(Reprinted from the September issue of Business and Economic Conditions, monthly letter of the 


First National City Bank, New York City) 


From time to time public attention is directed 
to the fact that although prices of farm-produced 
foods have come down, little or none of this de- 
cline has filtered through to the consumer, A 
common complaint takes the form of a question: 
"Why can't the housewife benefit from the farm- 
er's increased productivity and efficiency?" 
There is often the implication that somebody-- 
usually the much-maligned '"middleman"'--is mak- 
ing too much money, 

The old subject of "food price spreads''--the 
difference between what the farmer gets for his 
raw product and what the consumer pays at the 
grocery store--was revived early in June follow- 
ing release of a House Agriculture Committee 
report entitled Food Cost Trends. 

This report points out that retail food prices 
advanced 20 per cent between 1947-49 and 1958 
while farm prices declined 8 per cent. It goes on 
to note that consumers purchased about 20 per 
cent more farm -produced foods at retaillast year 
than they did in 1947-49. But farmers received 
only 15 per cent more income from the larger 
volume. During this same period, the amount 
consumers paid for food middlemen's marketing 
and processing charges rose 44 per cent. 

Citing the $15.9 billion increase in the retail 
store cost of farm produced food from 1947-49 
to 1958, the report states that $13.5 billion, or 84 
per cent, was absorbed by marketing agencies 
and processors--the middlemen, Only $2.4 bil- 
lion, or 16 per cent, went to farmers. 
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“Spreads” 


Other evidence of widening "food price spreads" 
is provided by U.S. Department of Agriculture 
monthly estimates of the farm value and retail 
cost of a typical "market basket" of farm-food 
products purchased by an urbanclerical worker's 
family, 

In 1958 this family paid $1,065 for the same 
kinds and quantities of food purchased in the 1947- 
49 period for $940--an increase of 13 per cent, 
Meanwhile, the farmer last year received only 
$427 of these expenditures, an 8 per cent drop 
from the $466 received in the 1947-49 period, 

In other words, the farmer's share of the con- 
sumer's food dollar fell from 50 per cent in 1947- 
49 to 40 per cent last year. So far this year his 
share has declined a bit more--to 39 per cent. 


CONVENIENCE FOODS 

Before analyzing what's behind widening food 
spreads, it is important tonote that "spread" per- 
forms useful marketing and service functions. As 
the Grocery Manufacturers of America, Inc. puts 
it: "Without spread, our steak would be standing 
in an Lowa feed lot, our cranberry sauce would be 
in a bog on Cape Cod, and our citrus juice would 
be on trees in Florida or California." 

Today's consumer insists on a variety of fresh 
fruits and vegetables all year around, For ex- 
ample, if a Boston housewife wants to pay the 
price, she can get air-freighted fresh strawber- 
ries for her shortcake in December. In addi- 
tion, there is the growing demand for groceries 


with "built-in maid service." It is estimated that 
today's modern supermarket offers some 7,000 
items--85 per cent of which are processed and 
prepackaged, 

The housewife wants her spinach chopped and 
frozen, her chicken cut up and ready to fry, her 
beefsteaks cubed, her sausage precooked, her 
potatoes sliced into french fries, her hams cooked 
and boneless, her rolls ready topop intothe oven, 
She demands a variety of prepared mixes which 
will produce everything from cakes and cookies 
to puddings and pie crusts just by adding water, 

What makes these convenience foods so popu- 
lar, of course, is that they transfer much of the 
time and work involved in meal preparation from 
the kitchen to the manufacturer's plant. It is es- 
timated that a few years back it took 5 1/2 hours 
a day to prepare meals for a family of four. To- 
day, using convenience foods, the job can be done 
in only 1 1/2 hours. 


Some observers, including farm leaders, food 
industry people, and government officials, have 
attributed widening price spreads, in large meas- 
ure, to the increasing use of convenience foods. 
For instance, a 1953 study by the Agriculture 
Department showed that one day's fully home- 
prepared meals for a family of four cost $4.90 
while the same meals from fully prepared, ready- 
to-serve foods cost $6. 70--37 per cent more, 


In July 1958, however, an Agriculture Depart- 
ment survey showed that food servicing conven- 
iences increase the consumer's food billby onlya 
little over one half of one per cent. Specifically 
for each $100 spent for groceries, the consumer 
paid only 61 cents for built-in maid service. 


Surveying 52 unserviced foods and the equiva- 
lent quantity of serviced foods in Washington, D. 
C., the Department's researchers found that 28 
of the highly processed foods cost more than the 
unprocessed items. For six items the cost was 
the same. For 18 foods, the highly processed 
forms--e.g., shelled and frozen shrimp, chop- 
ped and frozen spinach, instant tea--the cost was 
less than for the unprocessed ones. 


Processing in some cases gives foods longer 
life, shrinks their bulk, prevents waste, and cuts 
costs of shipping, handling, and storage. An out- 
standing example is concentrated orange juice 
which the Department analysts found priced ata 
little over half as muchas the equivalent of orange 
juice in whole oranges. Moreover, servicing in- 
creases demand for some foods and the greater 
volume permits lower prices. 


Thus, the Agriculture Department concludes in 
its recent survey, ''. . . the growth of the pro- 
cessed and prepared foods industry does not ap- 
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pear to have been the major factor in the increase 
in the marketing bill." 


PROFITS TO BLAME? 

If the Agriculture Department's contention that 
convenience items generally add little to grocery 
bills is accepted, why have food prices risen so 
sharply during the past decade in the face of fall- 
ing prices for farm products? 


"Middlemen's profiteering" often gets the 
blame. If this were the case, however, the "big" 
profits would show up in earnings reports. 


The table below, based on public reports, shows 
the net profit margins incents per sales dollar of 
leading food corporations for the past decade. 
Except for meat packing, which is unchanged, 
every category showed a smaller profit margin 
in 1958 than in 1949. Among food producers and 
processors, sugar shows the highest average for 
the decade--4.1 per cent profit on sales. Retail 
grocery chains' profit amounted to 1.3 per cent. 
These compare with the 10-year average for all 


reporting manufacturing corporations of 6.1 per 
cent. 


Net Profit Margins* as Percentage of Sales of Leading 
Food Corporations 


Food Producing or Processi: Retail 

Dairy Meat Other Grecery 
Year Baking Prod. Pack. Sugar Food Total Chains 
2009: commer 8:2 3.2 0.5 4.4 4.8 2.5 1.6 
ee 3.0 0.8 5.5 5.1 2.8 1.7 
1951 3.5 2.2 0.6 6.2 3.6 2.1 11 
1962... 3.6 8.1 0.4 44 ° 3.1 1.9 1.0 
BEB cn 35 2.2 0.7 2.3 3.3 2.0 1.1 
ee wan. 8S 2.5 0.4 2.9 3.7 2.2 1.2 
Te cw BA 2.5 0.8 3.2 4.0 2.5 1.2 
1956 3.3 2.6 0.9 3.7 4.2 2.7 14 
re 2.5 0.5 4.9 3.9 2.6 1.4 
2.6 0.5 3.5 4.2 2.6 1.4 
Average . 3.7 2.5 0.6 4.1 4.0 2.4 1.3 
1949-58 


* Net profit margins after taxes include income from invest- 
ments and other sources ag well as from sales. 


In view of the middlemen's profit record, it is 
necessary tolook elsewhere forthe causes of ris- 
ing food prices. Most important is the steady in- 
crease in costs of moving crops from the farm to 
the dinner table. Labor, transportation, sup- 
plies, equipment, fuel and power, taxes, adver- 
tising and the like have all gone up. 


The following table (on Page 15) shows how the 
major costs making up the farm-retail spread in 
the Agriculture Department's ''market basket" 
have increased. 


(Continued on Page 15) 


Business Acti 


vity in New Mexico 


Per-Cent Change INDEX 
July 1959 from July 1959 
July Year Earlier June July (Average Month 
1959 July 1958 19591958 1947-49 = 100) 
Index of Business Activity (1947-49 = 100) 297.2 285.0 - 0.7 + 4.5 297.8 
Sales data: Not available. See March issue of NEW MEXICO BUSINESS 
*Life Insurance Sales (1, 000s) $ 24,679 $ 23,818 - 7.7 + 3.6 703.7 
*Bank Debits, 36 banks (1, 000s) 521,151 451,609 * 4 + 15. 4 320. 8? 
Bank Loans and Discounts, 36 banks (1, 000s) 51,147 44,112 - 0.7 + 15.9 298. 89 
Demand Deposits, 36 banks (1, 000s) 349, 608 324, 805 * 25h + 76 184. 62 
Time Deposits, 36 banks (1, 000s) 121,395 108, 338 + ie + 33.2 339.18 
Business Failure Liabilities (1, 000s) 77 72 - §1.7 + 1.3 269.9 
Wage Workers in Nonagricultural Establishments 232, 900 221,500 0.7 * B.A 176.8 
in Mining 19, 600 18,900 + 1.6 + 3.7 157.2 
in Contract Construction 21,400 20, 700 - 7.8 + 3.4 169.4 
*in Manufacturing 17,400 16, 000 + 2.4 + 8.8 188.5 
in Transportation and Utilities 21,100 20, 300 * 6S + 3.9 138.8 
in Trade 49, 800 46,800 + 0.4 + §4 171.7 
in Finance, Insurance, and Real Estate 8, 700 8,000 0.0 + 8.8 300.0 
in Services and Miscellaneous 35, 200 32, 700 * 23 * Te 161.7 
in Government 59, 700 58,100 a 28 + 2.8 209.2 
Number of Insured Unemployed 3, 258 4, 668 8.9 30.2 -- 
Rate of Unemployment (per cent of labor force) 1.73 2.62 + 2:4 - 34.0 pie Se | 
Construction Contracts Awarded (1, 000s) $ 24,040 $ 26,154 - 11.3 ~ 3 -- 
Residential 10,370 10,905 - 43.8 - 4.9 -- 
Nonresidential 6,778 9,438 + 47.9 - 28.2 -- 
Heavy Engineering 6, 892 5, 811 + 69.4 + 18.6 =< 
*Petroleum Production (1, 000s of bbls) 8,737 8,236 + 323 + 6.1 230.4 
Natural Gas Production (millions of cu ft) 60, 182 55, 701 + 4,4 +. 2:8 374.2 
*Blectric Power Production (1, 000s of kwhs) 311, 646 291, 326 + 6.2 + 7.0 353.2 
*Index of Total Metallics Production (1947-49 = 100) 59.7 59.2 + 32.3 + @28 59.7 
Mine Production - Copper (1, 000s of lbs) 10, 280 10, 636 + 35.3 » 3:8 97.2 
Mine Production - Lead (1, 000s of lbs) 140 44 + 2.9 +218. 2 13.5 
Mine Production - Zinc (1, 000s of lbs) na na -- -- -- 
*Mine Production - Potash (1, 000s of tons) 845 695 - 25.0 + 21.7 211.2 
Index of All Farm Prices (1947-49 = 100) 105.5 103.8 0.0 * 44 105.5 
Index of Livestock Prices 113.4 112.1 0.0 * £2 113.4 
Index of Crop Prices 93.3 90.9 + 0.4 + 2.6 93.3 
Receipts from All Farm Marketings (1, 000s) $ 9,130 $ 8,735 + 25.8 + 4.6 120.9 
Livestock and Products 4,344 4,118 + 31.0 + 5.5 104.0 
Crops 4, 786 4,617 + 2.4 * 3.7% 138.8 
Per-Cent Change INDEX 
August 1959 from August 1959 
August Year Earlier July August (Average Month 
___1959 August 1958 1959 1959 1947-49 = 100) 
Bank Debits, 34 banks (1, 000s) $477, 297 $412, 726 - 6.3 + 15.6 300. 64 
Bank Loans and Discounts, 34 banks (1, 000s) 50,952 39, 258 + 3.0 + 29.8 307. 82 
Demand Deposits, 34 banks (1, 000s) 347, 312 314,835 “ ae + 10.3 189, 28 
Time Deposits, 34 banks (1, 000s) 117,712 105,462 + 2.3 + 11.86 346. 94 
Wage Workers in Nonagricultural Establishments 231,500 222,500 - @.8 + 4.0 175.7 
Number of Insured Unemployed 3,543 4,375 + 8.7 - 19.0 se 
Rate of Unemployment (per cent of labor force) 1.92 2.47 * 211.0 22.3 123.8 
*Building Permits, total 17 cities (1, 000s) $ 8,999 $ 13,741 + 36.9 - 34.5 341. 24 
Residential 5,577 9,128 + 28.0 - 38.9 341. 74 
Nonresidential 1,879 3,785 + 45.7 - 50.4 268. 89 
Other 1,543 828 + 66.6 + 86.5 503. 78 
Index of All Farm Prices (1947-49 = 100) 103.1 103.8 - 32.3 - 0.7 103.1 
Index of Livestock Prices 109.7 111.4 - 3.3 - 1.5 109.7 
Index of Crop Prices 94.4 92.1 1.2 + 2.5 94.4 


*Indexes for these items are used to compute the Index of Business Activity. 


Although the number of reporting units changes, the indexes for these items are comparable with indexes for preceding months. 


>The figures in this series are based on the average of three months' data. 


na - not available 

Sources: 

Retail Sales Data: N. M. Bureau of Revenue 

Potash Production: N. M. Bureau of Revenue 

Petroleum and Natural Gas Production: N. M. Oil Conservation 
Commission 

Life Insurance Sales (New Ordinary): Life Insurance Agency 
Management Association 

Wage Workers and Unemployment: N. M. Employment Security 
Commission and U. S. Department of Labor 
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Electric Power Production: Federal Power Commission 
Metallics Production: U. S. Bureau of Mines 
Farm Prices and Marketings: U. S. Agricultural Marketing 
Service 
Bank Data (all series), Building Permits: 
Bureau of Business Research 
Business Failure Liabilities: Dun & Bradstreet, Inc. 
Construction Contracts: F. W. Dodge Corporation 


THREE TABLES ON NEW MEXICO FARM INCOME 


Source: U. S. Department of Agriculture, revised figures 


CASH RECEIPTS FROM FARM MARKETINGS 
BY COMMODITIES 
New Mexico, 1949, 1955, 1957, 1958 
(In thousands) 


1949 1955 1957 1958 
Livestock and Products $111,979 $ 90,672 $116, 636 $141, 295 
~~ Cattle and calves 79,703 63, 392 88, 609 113, 969 

Dairy products 8,729 9,902 10, 443 10, 840 

Sheep and lambs 9,905 7,250 7,009 7, 383 

Eggs 3,205 2,987 2,855 3, 182 

Wool 5,018 3,270 3, 822 2,429 

Hogs 3, 233 1,745 1,917 1,624 

Poultry (a) 1,612 (g) 1,375 1, 367 

Other(b) 574 2,126 606 501 
Crops 83, 833 71,953 72,373 83,990 
~~ Field Crops: 

Cotton lint 43,608 39,512 37,414 42,620 
Sorghum grain 5,831 4,555 3,385 6,463 
Hay 3,452 6, 968 6,779 6, 342 
Cottonseed 3,984 4, 966 4, 880 5,937 
Wheat 10, 161 2,608 4,485 5,400 
Broomcorn 1,722 1,223 787 2,304 
Truck crops 6,199 (d) (d) (d) 

Lettuce (c) (d) 1,100 1, 967 
Peanuts 763 713 1,047 1,498 
Onions (c) (d) 1,558 1,196 
Potatoes (d) (d) 805 954 
Dry edible bears 3, 363 1,113 697 824 
Barley (d) (d) 335 589 
Tomatoes (c) (d) 868 585 
Sweetpotatoes (c) (d) 624 550 
Carrots (c) 1, 231 790 289 
Other(e) 2,344 4,575 2,114 2,130 

Fruits and. Nuts: 

Apples 1,223 1,759 1,579 1,665 
Pecans -- -- 1,712 1,231 
Other 573 1, 876 562 564 

Other Products(h) 610 854 852 882 
ALL COMMODITIES $195, 812 $162,625 $189, 009 $225, 285 


(a) Turkeys and chickens and in 1957 and 1958 geese and other poultry. 

(b) Horses, mules, honey, beeswax, mohair, poultry (except in 1957 and 
1958), and in 1957 and 1958 goats and rabbits. 

(c) Included in "truck crops. ' 

(d) Included in "other field crops’ when not specifically itemized. 

(e) Corn, oats, rye, sugar beets, sudangrass seed, alfalfa seed; also, in 
1949 and 1955 potatoes, barley, and sunflower seed; and in 1957 and 1958 
soybeans, asparagus, cabbage, sweet corn, green peas, green peppers, 
other vegetables, cow peas, sweet clover seed, wheatgrass seed, castor 
beans, and others. 

(f) Grapes, peaches, other fruit, berries; and in 1949 forest, greenhouse and 
nursery products; and in 1957 and 1958 strawberries, cantaloupe, water- 
melon, and raspberries. 

(g) Included in 'other" livestock and products. 

(h) Except in 1949, forest, greenhouse, and nursery products. 


Food Prices (Continued from Page 13) 


Breakdown of Farm Food Market Basket 


Item 1947-49 1958 Change 
Retail value $940 $1065 +$125 
Farm value 466 427 = = 
Farm-retail spread ... 474 638 + 164 
Components of spread: 
Labor cost 211 295 + 84 
Rail & truck transportation. 53 80 + 27 
Other business expenses ~.... 179 223 + 44 
Federal corpor:te income taxes. 12 + 8 
After-tax profits of processors 
& distributors 19 20 + 1 


Source: Calculated from U.S. Department of Agriculture Reports 


In any consideration of food prices one final 
point remains to be noted: the cost of federal 
farm programs, For these, the citizen pays in 
two ways. He pays in higher prices for food, He 
pays again in federal taxes. These area real part 
of the grocery bill even though they don't show up 
on the tape at the supermarket, 
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GROSS AND NET INCOME OF FARM OPERATORS 
FROM FARMING 
New Mexico, 1949, 1955, 1957, 1958 
(In millions) 


1949 1955 1957-1958 
Realized gross income: 
Cash receipts from farm 
marketings | $198.9 162.5 189.0 225.3 
Government payments 1.1 2.1 15.0 13,3 
Value of home consumption 10.5 7.4 8.0 8.4 
Gross rental value of farm 
dwellings 7.6 10.1 6.5 7.4 
TOTAL 218.1 182.2 218.5 254.4 
Farm production expenses 120.1 145.2 159.1 195.4 
Realized net income 97.9 37.1 59.4 59.0 
Net change in farm inventories 2 16.0 .8 26.2 
TOTAL NET FARM INCOME 98.1 53.1 60.1 85.2 


INCOME OF FARM OPERATORS PER FARM 
New Mexico, 1949-1958 


Realized Gross Realized Net Total Net 

Years ___Income* _Income* _ Income** 
1949 $ 8,261 $3,710 $3,717 
1950 9,119 3,655 3,368 
1951 10,599 4,149 4,910 
1952 9,675 3,370 3, 761 
1953 8, 758 2,892 2,241 
1954 8,695 3, 089 2,912 
1955 7, 822 1,591 2,280 
1956 9, 825 3,178 2,114 
1957 9,930 2,698 2, 734 
1958 11,778 2,730 3,942 


*Excludes change in inventory 
**Includes change in inventory 


Monthly Summary (Continued from Page 1) 

The most dismal portion of the business scene 
is the slump in construction activity. Prelimi- 
nary figures forecast the slump, and later figures 
confirmed it. Total contracts awarded dropped 
11 per cent from the total June valuation and 8 
per cent from that a year ago. However, early 
August data indicate an improvement in value for 
total building permits (issued in 17 cities), that 
shot up over July by a third. Nonresidential 
permits were up about 46 per cent. But the un- 
certainty persists, because the August valuation 
remains a third lower than in August 1958, with 
nonresidential permits cut in half from that time. 

Another uncertain area is that of employment, 
which has fallen behind the average monthly in- 
crease shown by earlier 1959 months. Contract 
construction employment is off 8 per cent from 
June, though up a trifle from the previous July. 
Manufacturing employment achieved a healthy 
9-per cent gain over the volume a year before and 
one of nearly 2 1/2 per cent over June. 


Life insurance sales showed a slight seasonal 
drop, while bank debits held steady at a level 
about 15 per cent higher than a year ago. 


CHART-OF-THE-MONTH 


State taxes collected in New Mexico 


in fiscal 1957-1958 
totaled $96.9 million, with the School Tax accounting 


for 40 per cent. 


Income Tax 6% 


School Tax 40% 


Severance Tax 9 


Motor Vehicle Tox 


Luxury Tox 4% 
Gompensating Tox 4% 
Liquor Control 2% 


Other 1% Source: New Mexico Bureau of Revenue 
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